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MAURITIUS KEY ECONOMIC INDICATORS 


All values in US$ million Average Exchange Rate: 
unless otherwise indicated 1979: $1 = M.Rs6.40 
1980: $1 = M.Rs7.69 
1981: $1 = M.Rs8.80 
Before Sept. 27, 1981 (Pre-devaluation) $1 = M.Rs8.50 

As from Sept. 27, 1981 (Post-devaluation) .$1 = M.Rs10.40 


e 
1980* 1980-81** 1981* 


INCOME, EMPLOYMENT, POPULATION 


GDP at current factor cost 944 952 1,020 
GDP at constant 1976 prices 735 563 533 
GDP per’capita at current 
factor cost (dollars) 1,035 926 1,016 
Investment at current prices 331 306 290 
Investment at constant 1976 prices 243 172 N/A 
Labor Force 310,000 320,000 329,000 
Unemployment (number registered) 22,847 37,557 60 ,365 
(Dec) (Dec) (Dec) 
Population (Mid-Year Estimates) 911,499 926,578 939,477 


PRODUCTION OF SELECTED COMMODITIES 


Sugar (metric tons) 

Molasses (metric tons) 

Tea manufactured (metric tons) 
Alcohol @ 93.5 G.L (H/Litres) 
Perfumed Spirits (H/Litres) 


Soft aerated beverages (H/Litres) 


Tobacco leaf (metric tons) 
Cigarettes (metric tons) 
Salt (metric tons) 


Electricity generated (Million kwh) 


Wool Knitwear (units) 
Fertilizer (metric tons) 


MONEY AND PRICES 


Money Supply 


688,383 
207,500 
5,072 
36,579 
853 
533,700 
705 

1,030 
6,000 

355 
7,633,000 
44,144 


223(Dec) 


Interest Rate (Coml Bank Coml rate) 17.5(Dec) 


Cost of living Index 
(Base: Jan-June 1976=100) 


BALANCE OF PAYMENTS AND TRADE 


Foreign Exchange Reserves 
External Public Debt 

Annual External Debt Service 
Overall Balance of Payments 
Exports (F.0.B.) 

U.S. Share 

Imports (C.I.F.) 

U.S. Share 


TOURISM 


Tourist arrivals (number) 
Earnings from Tourism 


170.2(Dec) 


33(Dec) 
245 (Dec) 
26( June) 

-99 

380 

49 

568 

24 


128 ,360 
47 


475,494 
137,100 
4,347 
23,095 
1,102 
473,500 
1,152 

959 

6,000 

355 
8,442,000 
48,991 


224(Dec) 
17.5(Dec) 


210.1(Dec) 


92(Dec) 
269(Dec) 
46( June) 
-124 
470 

21 

614 

28 


115,080 
47 


5 
5 


574,526 
129,000 
5,100 

N/A 

N/A 
403,668 
1,146 
1,117 
6,000 

362 
10,000,000 
46,018 


174(Dec) 
17.5(Dec) 


238.4(Dec) 


42(Dec) 
318(Dec) 
45(June) 

-68 

372 

17 

565 

30 


121,510 
43 


*All conversions to dollars are at the average exchange rate prevailing during the 


period covered. 


**Percent cianges are based on Mauritian Rupees (M.Rs) values and not on dollar 


equivalents ° 





SUMMARY 


The development policy of the Government of Mauritius (GOM) for the 
period 1982-1986 shows a switch from social sector investment to 
economic infrastructure. 


The program may best be described as one of austerity and economic 
recovery. 


The new emphasis is on agro-industrial production and 
diversification, industrial infrastructure, promotion of exports, 
incentives to foreign investors, and the development of alternative 
energy sources. 


As a result, allocations for basic infrastructure projects (energy 
and power, communications and water distribution systems) are 
scheduled to receive nearly 50 percent of total Public Sector 
Investment (PSI) funds. On the other hand, the GOM plans to reduce 
the PSI share of health, education, welfare and housing to about 

9 percent by 1984-1985 from as high as 25 percent in 1978-1979. 


The new investment priorities are generating sales opportunities for 
U.S. manufacturers of irrigation equipment and supplies, 
particularly drip irrigation products; agricultural machinery, 
especially sugar harvesting; earthmoving and material handling 
machinery; telephone and other communications equipment ; 
agricultural. and industrial chemicals; and machine tools. 


Drip irrigation equipment is especially in demand as it would help 
offset the high and rising energy costs of current methods of sugar 
cultivation. 


American exporters should note, however, that the GOM net foreign 
exchange reserves currently are negative and that it may not be able 
to restore its reserve position to a desirable level (3 months of 
imports) in the near future. 


BACKGROUND 


Mauritius is a small, densely populated island of 720 square miles 
with a population of almost one million. It is situated in the 
Southwest Indian Ocean, 600 miles southwest of Madagascar and 1,100 
miles from the East African coastline. Its distance from the United 
States is 10,000 miles. 
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Mauritius' population is an ethnic polyglot-- mixed African descent, 
Hindus, Moslems, and French and Sino-Mauritians. Its GNP per capita 
is about $1,350, far above that of neighboring nations. 


Sugar production is the island economy's major economic activity. 
It accounts for 70 percent of the contribution of the agricultural 
sector to GDP, about two-thirds of export earnings, and employs 
one-quarter to one-third of the labor force. 


Also produced for export are knitwear (Mauritius is now the fourth 
largest exporter ot knitwear in the world), molasses, electronic 
components, processed diamonds and stones, tea, fish and fish 
preparations, and other manufactured goods. 


Non-sSugar agriculture (vegetables and fruit) is relatively small, 
because of its vulnerability to major cyclones which strike 
Mauritius every 12 to 15 years. As a result, Mauritius must import 
at present virtually all of its food requirements. 


The current economic plan aims to revive an economy left stagnant by 
the boom and bust situation in world sugar prices in the 1970s. 


The boom conditions between 1973-1979 prompted the GOM to adopt 
expansionary financial policies stressing social objectives--health 
care, education, residential housing and food subsidies. Left out 
were the productive sectors of the economy. 


However, the ensuing worldwide sugar bust (which began in 1979) and 
the severe cyclone damage to the Mauritius sugar crop in 1980 led to 
a severe contraction in economic activity. This was made worse 
because of the multiplier effect of the sugar sector in the 
Mauritian economy. In 1980 GDP was down 8.8 percent from 1979, the 
overall deficit ballooned to 14.5 percent of GDP, unemployment 
soared by 64 percent in 1980 and an another 60 percent in 1981, and 
inflation zoomed upwards. Revenues could no longer meet 
expenditures. The table of Key Economic indicators on page 2 
graphically depicts this worsening economic situation. 


The central thrust of the 1982-1986 program, several aspects of 
which were begun in 1979 right after the sugar bust, is to reduce 
the budget deficit to 10 percent of GDP in 1982-1983, bring down 
inflation, and generate jobs by strengthening the infrastructure of 
the economy. In other words, recapture the sustained economic 
growth of the 1973-1979 sugar boom years (7 percent per annum). 
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The results so far are positive. GDP grew by 5 percent in 1981-1982 
as assumed under the new plan and the inflation rate, as measured by 
the consumer price index, slowed to about 13 percent, compared with 
a program target of 25 percent. 


Nonetheless, the situation remains tragile. A natural disaster at 
any time in the near future would set back the Mauritian economy 
dramatically. d 


Politically, a new government headed by Prime Minister Aneerood 
Jugnauth was sworn in in June 1982. As of December 1982, the 
Jugnauth government was stressing the themes of political 
nonalignment, socialism of a pragmatic variety which sees no 
inconsistency with private enterprise, and a sound business 
management. Mauritian ports are important to U.S. strategic 
interests in the Indian Ocean. 


In December 1982 the Mauritian government said that it would proceed 
with plans to nationalize in 1983 sugar estates, bus transportation, 
and the harbor of Port Louis, the capital of Mauritius. The GOM 
also announced that it will increase its share of Air Mauritius to 
51 percent from 42 percent. Compensation for nationalized assets, 
to be assessed by Mauritius legislative assembly, will be spread out 
over a number of years and be paid in local currency or GOM treasury 
bonds. 


ECONOMIC MANAGEMENT 


On the supply side, one aspect of the GOM's job-generating program 
is a major effort to convince foreign investors to set up 
manufacturing facilities in Mauritius' Export Processing Zone (EPZ). 


Toward this end, the 1982-1983 budget calls for a generous 
investment allowance and an increase in the rates of depreciation 
for fixed assets as new inducements to attract foreign investors to 
EPZ. 


in addition, EPZ firms are granted an exemption from import duties 
on capital goods and raw materials; a corporation tax holiday for 

20 years and tax at reduced rates for a further 10; a waiver of 
taxes on dividends for five years; free repatriation of profits; 
liberal work permit for necessary expatriate staff; and preferential 
rates for electricity and harbor dues. 
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As of early 1982, there were at least 107 enterprises operating in 
the EPZ, employing about 23,500 people. Their 1981 exports were 
about $122 million, or 90 percent of their total production. They 
manufacture a wide variety of goods--from knitwear and clocks to 
leather goods and spectacle frames. Mauritius hopes that exports of 
manufactured goods would equal sugar exports by 1986. 


The GOM also has adopted or is considering adopting the following 
policies to achieve its twin goals of simultaneously reducing its 
deficit and reviving the economy. 


Revenue Measures (Not applicable to imports into the EPZ): 


° An increase in the rate of stamp duties from 5 percent to 
12 percent on about 70 percent of total imports as against 
25 percent previously (already in effect). 


A general sales tax (applicable up to the wholesale level 
but excluding services) of about 5 percent, effective 
January 1, 1983. 


Streamline tax administration so as to reduce tax evasion 
(under consideration). 


Review and reduce the number of existing exemptions from 
import duties (under consideration). 


Fiscal Measures: 


o Wage restraint. Keep all raises below increases in the 
consumer price index (this is intended both to reduce 
inflation and to keep the prices of labor-intensive 
Mauritian exports competitive by moderating increases in 
nominal wages). 


Cut down on the amount of food subsidies allocations, 
making them available only to the neediest segment of the 
population (At present all consumers are entitled to 
purchase, at subsidized prices, a rationed quantity of 
basic quality rice and wheat flour). Total cost of 
subsidies in 1981 was about $35 million. 


Devaluation of the Mauritian rupee by 23 percent in 1979 
and another 20 percent in 1981 to enhance the price 
competitiveness of Mauritian exports. 





Monetary Measures: 


oO A liberalization of interest rates: The minimum and 
maximum ceiling on all commercial bank deposit and lending 
rates were abolished with the exception of the maxima on 
the prime and export finance rates, which were raised by 
1.5 percent eaci to 14 percent and 12.75 percent, 
respectively. 


oO Limit the expansion of domestic credit. 


To date, Mauritius' program for economic recovery is being bolstered 
by four IDA credits and 13 World Bank loans totalling 

$135.5 million, of which $89.8 million has been disbursed (see 

page 2 for a more complete picture of the money/credit and balance 
of payments situation). 


Mauritius needs additional multilateral and bilateral assistance. 
The World Bank is organizing a Consultative Group of potential 
donors to meet on this question in the tirst half of 1983. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Agriculture 


The GOM program underscores the importance of a healthy sugar 
industry to the Mauritian economy and the Government's concern about 
the high costs of food imports, which currently make up 30 percent 
of the total import bill. 


oO Sugar. Two major goals of the GOM are to raise the cane 
yields of small planters and to offset the rising costs of 
energy-intensive irrigation by switching to drip irrigation. 


Cane yields of small planters currently are about 

40 percent below those of estate plantations mainly because 
of poor cultivation methods and a lack of irrigation 
facilities. 


U.S. manufacturers should note that these targeted 
improvements will require substantial investment both to 
continue current harvesting mechanization and to replace 
and improve existing machinery. 
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Food Crops. The GOM's planned diversification program into 
maize, fruit, vegetables and livestock products in order to 
cut down costs of food imports also holds potential 
business opportunities for U.S. consulting firms and 
manufacturers of agricultural equipment. 


In addition, American manufacturers of refrigeration 
equipment should keep in mind the long-term possibility of 
a market for deep-freezing capacity should Mauritius' 
planned diversification program into fruits and vegetables 
succeed. 


INDUSTRY 


The following projects are regarded as best potential prospects for 
U.S. sales of goods and services: 


oO Power and Energy. Tiie crux of Mauritius' energy problem is 
the rising cost of petroleum imports. They absorb 
7 percent of GDP and 16 percent of Mauritius’ export 
earnings. 


Preliminary studies show there is a substantial potential 
to reduce petroleum imports by outfitting sugar factories 
with more efficient generating plants. 


In addition, the GOM long-term national investment program 
is to test the technical and economic viability of 
developing electricity from bagasse and to investigate the 
possibility of a coal-fired power station to complement the 
bagasse project (Bagasse is that part of the sugarcane left 
over after the juice has been extracted). 


Telephone. One sizeable project, Telephone Switching 
System Stage III, is expected to absorb 42 percent of total 
expenditures in the communications sector. 


Water Supply. A total of 20 projects are listed in this 
sector, one of the three largest in the investment program 

over the next five years. Investment in the urban water 
sector is urgently needed to rehabilitate and to expand the 

a distribution system as distribution losses are as 
igh as 90 percent in some areas. 
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IMPLICATIONS FOR THE UNITED STATES 


Investment 


In addition to investment inducements described on Pages 7-8, the 
GOM recently has adopted four measures to attract U.S. and other 
investors to Mauritius' EPZ. 


oO An Export Promotion.Unit has been established within the 
Ministry of Commerce and Industry for the purpose of 
assessing tie market potential within the Middle East for 
Mauritian products. 


Mauritius signed a Preferential Trade Agreement with 
Eastern and South African states in June 1982 to open new 
markets to Mauritian manufactured goods. 


An Export Credit Guarantee Scheme has been introduced by 
the Development Bank of Mauritius (DBM) to provide coverage 
to commercial banks in Mauritius against default by 
Mauritian exporters. DBM also plans to introduce an Export 
Credit Insurance Scheme which would cover the exporter 
against risk of non-payment by the foreign buyer, a need 
which is felt both by exporters and commercial banks. 


It has established an Export Services Zone (ESZ), which 
operates on the same principles and offers the same 
incentives as the EPZ, but wnich fulfills functions the EPZ 
does not. ESZ, for example, looks after freight forwarding 
and offers consultative advice to foreign firms on a wide 
variety of issues. 


It is too early to tell whether these measures will succeed 
in attracting foreign investors to Mauritius on the scale 
programmed by the GOM in the 1982-1986 economic recovery 
plan. At the very least, they may convince American 
multinationals with a commitment to African and Middle 
Eastern markets to consider Mauritius' EPZ as a possible 
manufacturing site. 


TRADE 


U.S.-Mauritian two-way trade is small--$30 million in exports and 
$17 million in imports in 1981. 


Mauritius' exports to the United States consist mostly of sugar and 
knitwear. 
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Subject to the provisions of the International Sugar Agreement, 
sales of Mauritius' sugar to the United States have averaged 50,000 
tons per year since 1974, with a low of 14,000 tons in 1980 and a 
high of 118,000 tons in 1979. A new U.S. quota, passed in May 1982, 
limits imports of Mauritius' sugar to the U.S. to 30,000 tons for 
FY 82 (October 1982-September 1983). 


Mauritius' sale of knitwear (its second largest export earner after 
sugar) also are limited by export quotas with the United States and 
other countries. Its quota to the U.S. is 115,000 dozen of knitwear 
annually through 1985. 


Apart from these two items, other imports from Mauritius to the 
United States are molasses, sunglasses, spectacle frames, beachwear, 
polished precious and semi-precious stones, toys, carnival masks, 
cake decorations, jewelry clasps, leather watch straps, and 
copperware. Mauritian exporters also are trying to enter the U.S. 
market for products such as watches and clocks, tea, canned tuna, 
local handicrafts, and industrial gloves. 


U.S. sales to Mauritius in 1981 consisted of food (31 percent), 
vegetable oil (24 percent), agricultural chemicals (18 percent), 
industrial and agricultural machinery and equipment (11 percent), 
and other manufactured goods (4 percent). 


However, Mauritius' agricultural and industrial plans for 1982-1986 
are enhancing commercial prospects for American manufacturers and 
service-oriented organizations. 


U.S. traders should concentrate on the sale of products required to 
carry out the GOM's agro-industrial economic recovery program. (See 
Summary and Current Economic Situation and Trends. ) 


U.S. exporters also should concentrate on the sale of goods required 
as inputs in EPZ factories and ESZ facilities, as such goods are 
automatically exempt from any import restrictions or duties. 


Firms in a position to grant attractive payment terms to Mauritian 
importers also have a better chance than others of making inroads 
into the Mauritian market. This is especially so now that the 
devaluations of the rupees have made imports more expensive. 


For further information, contact the Commercial Officer, American 
Embassy, Port Louis, Mauritius, or the Office of African Affairs, 
Central/Southern Africa Division, U.S. Department of Commerce, 
Washington, D.C. Tel: (202) 377-0357. 


* U, S, GOVERNMENT PRINTING OFFICE: 1983—381-007/60 














